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The Japanese banking system has gone through a number of deregulation and 
realignment especially after the so-called asset bubble burst in the early 1990s. This 
report is to overview the alignment of current Japanese financial institutions as well 
as to grasp the basic structure of the banking system today. Fund raising, lending, 
domestic and foreign exchange is viewed as the three major Japanese banking 
business. Hence this report is planned to be a three-parter :
Part I: Financial institutions and fund raising
Part II: Lending
Part III: Domestic and foreign exchange
1．Japanese Financial Institutions
Japanese financial institutions are classified into 3 general categories: Bank of Japan 
as the central bank, public financial institutions, and private financial institutions. Here 
we will focus on the public and private institutions.
（1）Public Institutions
ⅰ）Japan Post Bank
Japan Post Bank is the world’s largest bank that holds 175 trillion yen （U$2.2 
trillion） as of September 2012. It used to be characteristic to Japanese banking that 
the share of public financial institutions being very large because of this huge bank. 
Although its privatization is on the way, this report will include Japan Post Bank as a 
public institution for the time being since it is currently held 100% by the government.
Outstanding deposit of 175 trillion yen is approximately one third of the entire 
deposits held by Japanese Financial Institutions. They have over 24,000 post offices, 
and in fact is the largest bank in the nation.
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With the enactment of the Japan Post Privatization Act in 2007, Japan post was put 
on the road of privatization. At that point, Japan Post was divided into 5 entities, 
Japan Post Holdings Co., Japan Post Service Co., Japan Post Network Co., Japan Post 
Bank Co., and Japan Post Insurance Co..
Among these 5 companies, Japan Post Holdings Co. is the holding company owned 
100% by the government, and it holds the remaining 4 companies. Japan Post Service 
Co. that provides mail delivery service, Japan Post Network Co. that manages the post 
office business including stamp business, and logistics.
Later in October 2012, the Postal Privatization Amendment act became effective, 
which aims to sell two-thirds of the shares of Japan Post Holdings, and reduce the 
number of the companies to 5 from 4 by merging Japan Post Service Co. and Japan 
Post Network Co. into Japan Post Co.. The profit made by selling the shares is 
estimated to be around several trillion yen, and the government plans to use this for 
reconstruction and restoration of north eastern Japan that was damaged by the 
earthquake that occurred in March 2011. On the other hand, this amendment also 
removed the deadline to sell the shares of Japan Post Bank and Japan Post Insurance 
that was originally targeted to complete by September 2017. This means involvement 
of the government will remain for a while.
ⅱ）Governmental financial institutions
The governmental financial institutions are designed to provide funds to the area 
where private financial institutions easily cannot and supplement their business. Each 
institution is governed by each specific law and are prohibited to compete with 
private banks. Major examples are Development bank of Japan （“DBJ”）, Japan Bank 
for International Cooperation （“JBIC”）, Japan Finance Corporation （“JFC”）, Japan 
Housing Finance Agency. All of these institutions are fully owned by the government 
although DBJ is planned to be privatized.  The government also possesses shares of 
Shoko Chukin Bank but since it is partial and not in full, Shoko Chukin Bank is not 
considered as a public institution, and is also planned to be privatized from 2015 
selling the government shares gradually.
（2）Private Institutions
ⅰ）Ordinary banks
The so-called Ordinary banks hold the largest share of deposits in Japan. They are 
categorized into 4 types of banks such as City banks, Regional banks, Second 
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association of regional banks （“Regional banks II”） and foreign banks. This is a 
customary way of categorization and these are not legal names.
City banks are massive and the deposit placed with these banks adds up to one 
third of the entire deposit in Japan. They provide both wholesale and retail banking 
service. City banks operate nationwide through the branch network, concentrating in 
major cities such as Tokyo or Osaka. Currently there are 6 City banks. Mizuho Bank, 
Mizuho Corporate Bank, Bank of Tokyo- Mitsubishi UFJ, Sumitomo Mitsui Banking 
Corporation, Resona Bank and Saitama Resona Bank. Mizuho Bank and Mizuho 
Corporate Bank are planning to merge in July 2013. Once this happens, the number of 
City banks will be further reduced to 5.
Regional banks are based on each prefecture and provide banking service mainly 
to the region. Typically the depositors are individuals whereas most of the loans are 
made for small to medium sized entities. Regional banks II are those that transferred 
from the ex- Mutual banks and provide similar service to the regional banks but are 
smaller in size.
In order to get qualified as a Foreign bank under the Japanese Banking Law, the 
bank needs to obtain license from the Japanese prime minister. The market share of 
Foreign banks is relatively small compared to other Ordinary banks, and tend to focus 
on off balance sheet trading such as derivatives.
The recently emerged internet banks that provide banking business through 
internet such as Japan Net Bank, Seven Bank, Rakuten Bank also are categorized as 
Ordinary banks.
ⅱ）Long term financial institutions
Historically, two types of long term financial institutions used to exist: Long term 
credit banks and Trust banks.
Long term credit banks were established under a different law from Banking Act 
called Long Term Credit Bank Law in order to solve the over-loaned situation of the 
banks in 1950s by splitting long term financing from short term financing, and lighten 
the burden of the banks that is called Ordinary banks today. However, as a result of 
the wave of banking realignment since late 1990s, all of the long term credit banks 
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had either gone bankrupt, privatized, or merged with other Ordinary banks, and none 
of them exists today.
So the only form of Long term financial institutions that is left is the Trust Banks 
These banks are established based on the Banking Law and holds license to conduct 
trust bank business according to the Concurrent Trust Business Law. Trust banks 
provide long term loan and equity capital to industries and also conventional banking 
services and asset management including pension funds management. Most of the 
products the Trust banks provide are unique to Japan, but all of them basically are to 
own the entrustor’s asset and to manage them on behalf of the entrustor. They used 
to raise long term funds through a trust called loan trust which is to gather funds 
from depositors and extend long term loans to major industries. But these days Trust 
banks business is shifting more to money trusts, securities trust, real estate trusts etc. 
Mitsubishi UFJ Trust and Banking Corporation, Mizuho Trust & Banking Co., 
Sumitomo Mitsui Trust Bank are the 3 largest and oldest trust banks. Foreign banks 






















Figure 1　Deposits and lending of Ordinary banks and Trust banks
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ⅲ）Financial institutions for small business
Credit Unions called Shinkin banks, Credit cooperatives, Labor banks are the 
institutions specializing on banking service for small to medium entities （“SME”s）. 
Although some are named “banks”, they are governed by specific laws and not by 
the Banking Law.
Shinkin banks are cooperatives and not corporations like other Ordinary banks. 
These banks provide service mainly to their member SMEs or regional individuals. 
Credit cooperatives are mutual assistance financial institutions for SMEs and its 
employees, and Labor banks are cooperatives between labor unions. All these three 
financial institutions have their own central bank called, Shinkin central bank, National 
Federation of Credit Cooperatives, or Rokinren bank respectively.
iv）Financial institutions for agriculture, forestry, and fisheries
Agricultural cooperatives are established according to its own law. Most of the 
members are farmers, and what makes them unique is that they conduct marketing 
of agricultural products, sell farming materials and equipments in addition to 
providing banking service.
Credit federations of agricultural cooperatives are financial institutions that have 
agricultural cooperative as their member, and the main role is to accommodate the 
surpluses and shortages between the member cooperatives.
Fishery cooperatives also provide banking business, but the volume of business is 
much smaller compared to agricultural cooperatives.
Norinchukin Bank is the central cooperative bank for agriculture, forestry and 
fishery. Most of their deposits are from company or cooperatives involved in 
agriculture, forestry and fishery industries. It is also one of the largest institutional 
investor in Japan.
All of the Private financial institutions mentioned above hold deposits, but those 
that do not accept deposits are called non-depositary institutions, and includes 
insurance companies, securities companies, investment trust management companies, 
money market dealers, rating agencies etc.
─ 106 ─
学習院女子大学　紀要　第15号
2．Funding of Japanese banks
As banks in most countries, the principal business of Japanese banks is accepting 
funds from depositors. Commercial banks offer an increasing range of products. These 
accounts are divided into two main types ― liquid deposits and fixed deposits.
Liquid deposits called Deposits on demand consist of Ordinary deposits, Current 
deposits, Saving deposits, Special deposits, Deposits for tax payments. These are called 
liquid in sense of being payable on demand; that is, if a depositor shows up at the 
bank and requests payment, the bank must pay the depositor immediately.
For most of these deposits, interests are usually paid semi-annually in February and 
August. Payment service is provided at ATMs with cash cards or at teller windows 
of the bank with a passbook and registered seal of the owner of the account, but 
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第 2 図　日本の預金残高
Figure 2　Japanese oustanding deposit by deposit type
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（1）Deposits on demand
Ordinary deposits （“Futsu Yokin”）
The principal kind of deposits offered by commercial banks is Ordinary deposits. 
These are the primary source of bank funds. In these interest-bearing accounts, funds 
can be added or withdrawn at any time, and no minimal deposit amount or maturity 
is set.
Current deposits （“Toza Yokin”）
These are deposits that allow the owner of the account to write checks for payment 
to third parties. It is required by Temporary Interest Rate Adjustment Act （Rinji 
Kinri Choseiho） for current deposits to be non-interest-bearing. Typically used by 
corporates and rarely by individuals.
Saving deposits （“Chochiku Yokin”）
The applicable rate for these deposits is graduated interest rate depending on 
deposit amount. While these saving accounts typically pay higher interest than 
Ordinary deposits, the rate is always lower than time deposits. The main advantages 
are the liquidity and higher rates compared to Ordinary deposits, and these deposits 
are appropriate more for the money of individuals that is not intended to be used for 
daily expenses, but neither to be held for a long term period as to put into time 
deposits.
However, recent lower interest rate is affecting the saving account rate and is 
losing these advantages. Some banks are suspending to open new accounts.
Special deposits （“Betsudan Yokin”）
Miscellaneous funds that cannot be classified as other deposits will be received as 
Special deposits temporarily. For example, money sent to a wrong or non-existing 
account, bills forgotten to take up at the ATM, funds received by banks to be paid for 
capital increase, fall under this category. This is an account type for descriptive 
purposes rather than a financial product, and usually do not bear interests.
Deposits for tax payments （“Nozei Junbi Yokin”）
Obviously this is a deposit for the purpose of paying tax, and the interest earned is 
tax exempt. The interest rate is usually higher than that of Ordinary Deposit, but in 
case of withdrawal for other purposes, the rate of Ordinary Deposit will be applied 
─ 108 ─
学習院女子大学　紀要　第15号
and tax will be imposed to the interest.
（2）Fixed deposits
Time deposits （“Teiki Yokin”）
These are interest bearing deposits for specified time of period. A variety of maturi-
ty dates range from one month to ten years and funds and automatic roll over is 
available, but generally cannot be withdrawn prior to the maturity. Time deposits 
tend to pay out higher rate of interest than demand deposits, but in case of withdraw-
al before the maturity, the rate of Ordinary deposit will be applied as penalty. Super 
Time Deposit （“Super Teiki”） is the product name that most banks use.
Deposits at notice （“Tsuchi Yokin”）
This is to deposit relatively large amount of money for a short term period. It 
typically has a lock –in period of 7 days, and requires notice 2 days in advance of 
withdrawal. Fixed rate is applied, and mostly superior to Ordinary account rate. This 
will be good for holding funds temporarily such as retirement benefit or surplus funds 
of companies. In fact, since many banks allow immediate withdrawal, these deposits 
could be viewed as liquid deposits as well.
Negotiable Certificate of Deposit （“NCD”）
When you open a CD, the bank issues a certificate of deposit with a minimum of 
face value 10 million yen, and cannot withdraw before maturity that generally ranges 
from 2 weeks to five years. While the NCDs may not be cashed in before the maturity, 
they can be sold on the secondary market. This is a product intended for corporate 
customers, and invested mostly by large institutional investors such as insurance 
companies. Generally NCDs do not roll over.
（3）Deposit combined account （“Sogo Koza”）
This is a combination of Ordinary account, and time deposit accounts and may have 
an overdraft facility. The owner can make withdrawal of an amount larger than the 
outstanding amount of ordinary deposit provided that the time deposit is rolling over 
automatically．The overdraft limit is either the smaller of 90% of the Time deposit or 
JPY 2 million, and the applied interest rate will be that of time deposit plus 0.5%. This 
account could also be called Integrated account, Comprehensive account, or 
Multipurpose account.
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（4）Deposit insurance and “Payment and settlement deposits”
All Japanese deposits used to be fully protected by deposit insurance, but since the 
release of insured deposit payoff in April 2002, deposit insurance covers Ordinary 
deposits, Current deposits, and Time deposits in full, but the coverage of all other 
accounts such us time deposits, saving deposits etc. was limited up to 10 million yen 
per account. Protection was further narrowed in April 2005 to fully cover only the 
accounts that meet three conditions:
1．Non interest bearing.
2．Withdrawal possible on demand.
3．Funds in the account can be used for payment and settlement.
Those that meet these three conditions are called “Payment and settlement deposits 
（“Kessai yo Yokin”.）
This insurance deposit payoff was enforced for the first time in history when 
Shinkou Bank went bankrupt in September 2010.
3．Interest calculation
Interest calculation is nothing unique to Japanese banking system, and mostly 
common globally. However the detailed operations such as day counts could be 
customary to each country. Let’s briefly review the way of calculation typically used 
in Japan.
（1）Simple Interest
To calculate the total amount of interest earned when principal, rate, and term are 
given, you can use the formula:
Interest＝Principal×rate×term
ⅰ）Basic calculation
Calculation of the amount of interest on 1,000,000 yen when earning 0.2% per annum 
for three years using the formula above will be:
Interest＝￥1,000,000×0.002×3＝￥6,000
Let’s say you made a deposit on April 25th 2013, and withdraw the entire funds on 
July 21st 2013. The formula will still be the same; however, you will need to calculate 
the days. April＝5, May＝31, June＝30, July＝20. Therefore the term will be 86days 
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out of 365 days and 86/365 should be entered into the formula. The amount will be 
rounded down to the yen.
￥1,000,000×0.002×86/365＝￥471
In this case the interest accrual day count basis does not include the first day 
（“Kataha”）, and typically used for Japanese deposits, but when both-ends method 
（“Ryoha”） is applied the day count basis needs to include the first day
￥1,000,000×0.002×87/365＝￥477
ⅱ）Interest rate change
Suppose the interest rate was raised on June 1st 2013 to 0.3% from 0.2%, the same 
formula will apply but needs to keep in mind that 0.02% applies for 36 days and 50 
days for 0.3%.
（￥1,000,000×0.002×36/365） ＋ （￥1,000,000×0.003×50/365） ＝¥607
（2）Compound interest
Compound interest is paid on the original principal and on the accumulated past 
interest.
When the interest is compound annually for n year terms, the accumulated amount 
including interest will be:
Accumulated amount＝Principal× （1＋rate） n×term
For example, when the principal is 1,000,000 yen, interest rate 0.2% per annum for 
three years, accumulated amount will be:
1,000,000× （1＋0.002） 3 ＝1,006,012
When compared to the result of simple interest of 6,000, you can see that compound 
interest earns more.
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